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EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS
FOR MANAGEMENT ADVISORY SERVICES
DEFINITIONS AND STANDARDS
FOR MAS PRACTICE

MARCH 18,1981

Prepared by the AICPA MAS Executive Committee

Comments should be received by July 31, 1981, and addressed to
AICPA Management Advisory Services Division, File 1001
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036

SUMMARY
This exposure draft is the first of a new series entitled Statements on Standards for Management
Advisory Services that will be enforceable under the AICPA Rules of Conduct. The proposed
statement defines MAS as
The management consulting function of providing advice and technical assistance where the primary
purpose is to help the client improve the use of its capabilities and resources to achieve its objectives.
Management advisory services are categorized as either MAS engagements, which involve the
application of an analytical approach and process in study or project, or MAS consultations,
which is the term used for services previously performed under the name MAS "informal advice."
The proposed statement identifies nine fundamental standards for MAS practice. These
standards would be applicable to both categories of MAS - engagements and consultations.
However, future statements may consider the application of the standards to those two categories
of MAS separately when professional practice requirements differ.

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas, New York, New York 10036 (212) 575-6200

March 18, 1981

If you are in public practice, you undoubtedly provide your clients with business
advice and technical assistance in the areas of financial and operations
management. The accompanying exposure draft applies to these services. The proposed
statement would be the first issued by the AICPA Management Advisory Services
Executive Committee under the authority granted to it by the Council to (1) issue
practice standards under rule 204 of the AICPA Rules of Conduct and (2) if Council
so acts at its meeting in May 1981, to interpret the general standards in rule
201 within the context of MAS practice. The general standards are incorporated in
this proposed Statement on Standards for Management Advisory Services (SSMAS)
so that all standards for MAS that may be discussed in future statements
are identified.
A series of Statements on Management Advisory Services was issued in the past
to provide practical advice on MAS engagements. They are not enforceable under the
AICPA Rules of Conduct. Further, they were applicable to MAS engagements
involving projects or studies but not to informal business advice and technical
assistance. The proposed statement recognizes that such informal advice and
assistance often deals with many of the same client problems or opportunities as an
MAS study or project and can have significant impact upon a client. Accordingly,
all management advisory services should be the subject of appropriate standards, and
the proposed statement identifies those standards, the application of which
will be discussed in subsequent statements.
The ability to provide informal business advice and technical assistance to a
client is essential if a CPA is to be of service to clients when critical decisions
must be made in a short span of time. The new MAS standards will not impede
the ability of CPAs to respond to their clients' needs. They will provide guidance to practitioners in making decisions regarding the nature of their responses
and their clients' interpretations of the responses.
Some of the material in those older publications on MAS may be incorporated
into future MAS guides and practice aids but no assumptions should be made about
the intent of this proposed statement based on the content of those older standards.
For example, the proposed statement does not establish any documentation
requirements because the need for documentation varies with the service and circumstances. Subsequent SSMASs may address such matters separately for each of the
two forms of MAS when professional practice requirements differ.

Comments or suggestions on any aspect of this exposure draft will be appreciated.
Responses should be addressed to the AICPA Management Advisory Services
Division, File 1001, in time to be received by July 31, 1981. Written comments
on the exposure draft will become part of the public record of the AICPA Management
Advisory Services Division and will be available for public inspection at the
offices of the American Institute of Certified Public Accountants after
August 31, 1981, for one year.

Sincerely,

Henry Gunders, Chairman
Management Advisory Services Executive Committee

Monroe S. Kuttner
Director, Management Advisory Services Division

This exposure draft has been sent to
* Practice offices of CPA firms.
* Members of AICPA Council and technical committee
chairmen.
* State society and chapter presidents, directors, and
committee chairmen,
* Organizations concerned with regulatory, superoisory, or other public disclosure of financial activi• Personswhohave requested copies,

PROPOSED STATEMENT ON STANDARDS FOR MANAGEMENT ADVISORY SERVICES
DEFINITIONS AND STANDARDS FOR MAS PRACTICE
BACKGROUND

PURPOSE

1. CPAs have historically served
as business advisors and consultants,
a function described as "management advisory services (MAS)." In
general, management advisory services consist of advice and assistance
concerning such matters as an entity's organization, personnel, planning, finances, operations, systems,
controls, and other aspects of current or proposed activities. Such
services are often closely related to
the auditing, tax, and accounting
and review services that CPAs provide.

3. This statement is the first in
a series that will

2. A management advisory service may range from a response to
an inquiry based only on the knowledge and experience of the individual practitioner consulted, to one
involving an extensive project, For
the purpose of Statements on Standards for Management Advisory Services, all such services are categorized as either MAS engagements or
MAS consultations.1 Each of these
two forms of MAS, which are defined in paragraph 4, will be considered separately in these statements when professional practice
requirements differ.2

4, Certain terms are defined below for purposes of Statements on
Standards for Management Advisory Services.

1

The use of these terms to differentiate
the two recognized forms of MAS is not
intended to exclude MAS consultations
from the meaning of the term "engagement" as it is used in the AICPA Rules of
Conduct.
2
A series of Statements on Management
Advisory Services was issued in the past
to provide practical advice on MAS engagements. Those statements do not
cover MAS "informal advice" (now
known as "MAS consultations"). They
are not enforceable under the AICPA
Rules of Conduct. Some of the material
in those statements may be incorporated
into future MAS guides and practice aids.
Until then, practitioners may continue
to consult such statements for the information they contain relative to MAS
engagements, although it should be
recognized that future publications may
contain guidance that differs from the
views expressed in those statements.

a. Provide guidance to enable
members to comply with rule
201 of the AICPA Rules of Conduct within the context of management advisory services.
b. Establish, under rule 204 of the
AICPA Rules of Conduct, other
standards deemed appropriate
for such services.
DEFINITIONS

a. Management advisory services
(MAS). The management consulting function of providing
advice and technical assistance
where the primary purpose is to
help the client improve the use
of its capabilities and resources
to achieve its objectives.3 For
the purpose of illustration,
"helping the client improve the
use of its capabilities and resources" may involve activities
such as
(i) Counseling management
in its analysis, planning,
organizing, operating, and
controlling functions.
(ii) Conducting special studies,4 preparing recommendations, proposing plans
and programs, and pro3

Recommendations and comments prepared as a direct result of observations
made while performing an audit, review,
or compilation of financial statements, or
while providing tax services, are not
management advisory services as herein
defined.
4
Statement on Auditing Standards 30,
Reporting on Internal Accounting Control, provides guidance on studies made
for that purpose.

5

viding advice and technical assistance in their
implementation.
(iii) Reviewing and suggesting improvement of policies, procedures, systems,
methods, and organization relationships.
(iv) Introducing new ideas,
concepts, and methods to
management.
b. MAS engagement. That form of
management advisory service
in which an analytical approach
and process is applied in a study
or project. It typically involves
more than an incidental effort
devoted to some combination of
activities relating to determination of client objectives, factfinding, opportunity or problem
definition, evaluation of alternatives, formulation of proposed
action, communication of results, implementation, and follow-up.
c. MAS consultation,5 That form
of management advisory service
based mostly, if not entirely, on
existing personal knowledge
about the client, the circumstances, the technical matters
involved, and the mutual intent
of the parties. It generally involves advice or information
given by a practitioner in a
short time frame. Usually, information is received through
discussions with the client and,
by mutual agreement, is accepted by the practitioner as
represented. The nature of an
MAS consultation and the basis
for the practitioner's response
are generally communicated to
the client orally. The practitioner's response may be definitive when existing personal
s

Referred to prior to the issuance of this
statement as MAS "informal advice."

EXPOSURE

6

DRAFT

knowledge is deemed adequate;
otherwise, it may be qualified,
in which case limitations are
stated. A qualified response
often reflects cost, time, scope,
or other limitations imposed by
the client's specific circumstances.
d. MAS practitioner. Any Institute
member in the practice of public accounting who performs a
management advisory service
for a client, or any other individual who carries out a management advisory service for a
client on behalf of any Institute
member. 6

the MAS practitioner's objectivity.7
b. Professional competence. An
MAS practitioner shall undertake only those management
advisory services that he or his
firm can reasonably expect to
complete with
professional
competence.
c. Understanding with client. An
understanding
should
bo
reached with the client concerning the nature, scope and limitations of the management
advisory service(s) to be performed, as well as the circumstances relating to the servicers).

STANDARDS FOR MAS PRACTICE

d.

5. The following are standards
for MAS practice;
a. Role of practitioner. In performing management advisory services, an MAS practitioner must
not assume the role of management, Services should be limited
to objective research, analysis,
advice, or technical assistance.
MAS practitioners must not
make decisions for management, act in a capacity equivalent to a member of management or other employee, or take
any positions that might impair

7

Client benefit. In offering and
providing a management advisory service, results should not be
explicitly or implicitly guaranteed. When estimates of quantifiable results are presented, they
should be clearly identified as
estimates and the support for
such estimates should be disclosed. Since the potential benefits to be derived by the client
are a major consideration in
providing a management advisory service, such potential ben-

When a practitioner's relationship with
an enterprise is equivalent to serving as
a member of management or an employee (e.g., functioning as a part-time
controller), and the practitioner is clearly
engaged
to function in such a capacity
6
A member shall not permit others to carry
and not as an MAS practitioner, the stateout on his behalf, either with or without
ments on standards for MAS do not apcompensation, acts which, if carried out
ply. However, practitioners should recogby the member, would place him in vionize that the performance of services that
lation of the rules of conduct (See
are of a management nature may impair
AlCPA Professional Standards, Vol, 2, independence for the purpose of a subET §92.04-.05 [Commerce Clearing
sequent audit, review, or compilation of
House]).
financial statements.

efits should be viewed objectively and the client should be
notified of reservations regarding them.
e. Due professional care. An MAS
practitioner shall exercise due
professional care in the performance of a management advisory
service.
f. Planning and supervision, An
MAS practitioner shall adequately plan and supervise the
performance of a management
advisory service.
g. Sufficient relevant data. An
MAS practitioner shall obtain
sufficient relevant data to afford
a reasonable basis for conclusions or recommendations in relation to a management advisory
service.
h. Communication of results. Significant information pertinent to
the results of a management advisory service should be communicated to the client together
with limitations, qualifications,
or reservations. This is important because any decisions resulting from the service should
be clearly those of the client.
j. Forecasts. An MAS practitioner
shall not permit his name to be
used in conjunction with any
forecast of future transactions in
a manner that may lead to the
belief that the member vouches
for the achievability of the
forecast.
EFFECTIVE DATE

6, This statement is effective for
management advisory services undertaken on or after January 1,1982,

